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(4) = MEDICAT. SAVINGS AG NT CONTRIBUTIONS NOT AVAILABLE 
UNDER CAFETERIA PLANSL=Subsection (f) of section 125 of such 
Code is amended bv insertina "106( before #117". 
TAX ON EXCESS CONTRIBUTIONS ection 4973 (relating 

to tax on excess contributions to individual retirement 
accounts. . fo ee 
certain section 403(b) contracts, and certain individual 
retirement 
annuities) is amended 

bv inserting "MEDICAL SAVINGS ACCOUNTS," after 
"ACCOUNTS." in the headina of such section. 
7 by striking "or" at the end of paragraph (1) of sub- 


section (a). 
(8) bv redesiaiwatinia paraaranbh (2) of subsection (a) as 
paragraph (3) and by inserting after paragraph (1) the follow- 
ing: 
7 "(2) a medical savinags account (within the 
meanina of SeC- 
tion 220(d! or". and 
(4) bv addina at. the end the following new subsection: 
"(d) EXCESS CONTRIBUTIONS TO MEDICAL SAVINGS ACCOUNTS 
For purposes of this section. in the case of eee 


savinads ccounts 
within the meanina of section 220(diil the term 
excess contribu- 


tions' means the sum of— 
"(1) the agareaate amount contributed for the 


taxable ve 

to the accounts (other thal rollover 
contributions described 
in section 220(fi(5) which is neither excludable 
from aross 
income under section 106(b) nor allowable as a 
deduction under 


section 220 for such vear. and 
the amount determined under this 
subsection for the 
preceding taxable vear. reduced bv the sum om 
"(A) the distributions out of the accounts ich were 
cluded in aross income under section 220(f)(2), and 
its (B) Ba ia (if anv) of— 
(i) the maximum amount allowable as a 
deduction 
Pee section een (determined 


aard to 
section * 06(bia for ihe table vear. over 
(ii) the amount contributed to the 
accounts for 
the taxable vear. 
For purposes of this subsection. anv contribution 


which is distrib- 
uted out of the medical savinas account in a 
distribution to which 
section 220(f(3) applies shall be treated as an 
ame t not contrib- 
ute 


(f) TAX ON PROHIBITED TRANSACTIONSIe 

(1)Section 4975 (relating to tax on prohibited Pansacton®) 
is amended by adding at the end of subsection (c) the 
followina 
new varaaravh: 

"(4) SPECIAL RULE FOR MEDICAL SAVINGS ACCOUNTS! 


n 
individual for whose benefit a medical savinas 


account (within 
the meanina of section 220(di) is established shall 
b exempt 


e 
from the tax imposed bv this section with respect 
to any trans- 


action concerning such account (which would 
otherwise e tax- 
able under this section) if, with respect to such 
transaction. 
the account ceases to be a medical savinas 
account bv reason 
of the yappicewon of section 220(e)(2) to such 
accoun 
(2) Paragraph (1) of section 4975(e) is amended to read 
as follows: 
"(1) pLAN/@or vurvoses of this section. th 
term plan 


means 
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